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What Is It, And What Does It Mean 
For The United States? 


On January 1, 1958, the European Economic Com- 
munity (EEC) came into being. Established by the Treaty 
of Rome of March 25, 1957, this organization is the 
means through which the economies of at least six Euro- 
pean nations will be forged together over the course of a 
12-15 year period. Already, in its brief lifespan to date, 
the EEC (or “Common Market,” as it is popularly called) 
has significantly altered the economic structure of Europe. 
And perhaps more important, it has marked a decisive 
step forward toward the avowed goal of many of its sup- 
porters — the unification, or political and economic in- 
tegration, of its member nations in Europe. 

Much of the recent news from Europe has emphasized 
political divisions within that continent, particularly with 
reference to the question of Britain’s ties to Europe. And 
the sometimes latent, often almost explosive, Berlin situ- 
ation also tends to dominate our thinking about Europe. 
The growth of the European Economic Community is less 
spectacular than the controversy between Britain and De 
Gaulle’s France, or the events in Berlin. But the continu- 
ing development of the Common Market holds great im- 
plications for the future of Europe, and for United States 
relations with that part of the world. 

At a time when nationalism dominates the thinking of 
much of the world, and the leaders of the new African 
and Asian countries zealously safeguard their nations’ 
sovereignties, six European nations have willingly surren- 
dered certain aspects of their sovereignty to a supranational 
organization and other countries are considering such a 
step. It is important that we understand the reasons for 
this step, and its meaning for United States policy. 
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EARLY STEPS TOWARD A UNITED EUROPE 

The dream of a united Europe is not a new one. The 
political and economic strength which would flow forth 
from such a union has long been recognized, and the pages 
of history are filled with accounts of efforts to achieve that 
dream through military conquest. But the origins of the 
movement toward the voluntary integration of European 
countries, the prime fruit of which to date is the EEC, 
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can be found in large degree in the situation which con- 
fronted Europe at the end of World War II. Her economic 
problems were staggering—with cities and industrial plants 
to be rebuilt, and production and trade to be re-established. 
And her political future was disturbing. Faith in a political 
system which had given rise to two great wars in a quarter- 
century was shattered. The future of a defeated Germany 
presented thorny problems. And the prospects that the 
nations of Europe would be relegated to a minor role in 
the politics of a world dominated by two great powers, 
the United States and the Soviet Union, were profoundly 
discouraging to European statesmen. Massive though these 
problems were, however, the key to their solution seemed 
to lie in one form or another of unification, or integration, 
of the nations of Europe. 

A powerful impetus to the idea of economic integration 
was provided by the United States in its postwar assistance 
program. In announcing U.S. willingness to aid the econo- 
mies of Europe in their recovery efforts, Secretary of State 
Marshall, in his now-famous address at Harvard in June, 
1947, insisted that the initiative must rest with Europe 
and that the nations of Europe meet together to agree on 
requirements. The result was the establishment of a 17- 
nation Organization for European Economic Cooperation 
(OEEC) to coordinate the economic policies of its mem- 
bers and to plan for the utilization of Marshall Plan aid. 

In 1948 further support for the idea of economic inte- 
gration was provided when the governments of Belgium, 
the Netherlands, and Luxembourg, operating under a war- 
time agreement of their governments in exile, entered into 
a customs union. And in mid-1948, as the East-West 
struggle deepened, negotiations were initiated which led 
to the establishment, in April of 1949, of the North At- 
lantic Treaty Organization—a supranational defense or- 
ganization in which the United States and Canada join 
with Western European nations in military commitments 
surpassing the usual bounds of a defensive alliance. An- 
other European organization entered the scene in 1950, 
when the European Payments Union (EPU) was created 
for the settlement of accounts arising from trade among 
its European members. 
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On May 9, 1950, a major milestone on the path toward 
the establishment of the Common Market occurred when 
Robert Schuman, then Foreign Minister of France, made 
public a proposal of his government to pool the resources 
of the French and German coal and steel industries by 


placing them under a common authority in an organiza- 
tion open to the other countries of Europe. In calling for 
this bold venture, Schuman made it clear that although 
economic objectives of efficient production and distribu- 
tion were important, political objectives played a decisive 
role in determining the French government’s support for 
this proposal. Britain declined to participate in the plan 
on the grounds that it involved a greater sacrifice of na- 
tional sovereignty, a greater surrender of power to an 
international body, than she was then prepared to make. 
But the Schuman proposal met with enthusiastic response 
from five other European countries—Germany, Italy, and 
the three Benelux powers, Belgium, the Netherlands, and 
Luxembourg. Accordingly, a treaty was prepared and rati- 
fied, and the European Coal and Steel Community (ECSC, 
popularly known as the “Schuman Plan”) came into being 
in August, 1952. Now in its tenth year, the ECSC has 
forged a vast common market for steel and coal and has 
undertaken ambitious programs designed to facilitate the 
movement of coal and steel workers across national boun- 
daries and to police competition among coal and steel 
producing firms. 

To implement this program, a complex structure of in- 
stitutions was set up. There is a nine-man executive body, 
known as the High Authority, with over-all responsibilities 
for the operation of the Community. Its members are ap- 
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pointed by the governments of the Six, but once selected 
they are expected to act not as representatives of the mem- 
ber governments, but rather as officials of a supranational 
organization. 

The High Authority possesses substantial powers. These 
include the power to finance the operations of the Com- 
munity through taxes levied on coal and steel enterprises, 
the power to levy fines when treaty provisions are violated, 
and the right to inspect the books of all the enterprises 
of which the Community is composed. 

There is also a Council of Ministers, made up of mem- 
bers of the cabinets of the Six, before whom certain mat- 
ters of policy are taken, and a Court of Justice, with the 
purpose, according to the treaty, “to ensure the rule of 
law in the interpretation and application of the . . . Treaty 
and of the regulations for its execution.” Finally, provision 
was made for a Common Assembly, initially composed 
of 78 delegates from the parliaments of the six countries, 
which meets annually to examine and debate the Annual 
Report of the High Authority and in extraordinary session 
to debate special issues. As we shall see presently, these 
institutions are of particular interest because they either 
serve as a model for, or in fact are now shared by, the 
European Economic Community. 

Along with the successful ventures noted here, the ad- 
vocates of European unity have also met with disappoint- 
ments. In 1952 the six ECSC members negotiated a treaty 
to form a European Defense Community (EDC). This 
would have called for the surrender to a supranational 
agency of a substantial degree of political independence 
and national control over security policies. Now deemed 
“premature” in light of the political opposition to it which 
developed, this attempt failed with the rejection of the 
treaty by the French parliament in August of 1954. 

Against the backdrop of the EDC failure, a meeting 
of the Foreign Ministers of the Six was held at Messina 
in June, 1955. There it was agreed that, in the words of 


Jean Monnet, an arch-builder of European unity, “Europe 
must be relaunched,” and that the next steps should lie 
in the economic sphere. Accordingly, Paul-Henri Spaak, 
then Foreign Minister of Belgium, was put in charge of 
an intergovernmental group to elaborate plans for the next 
step. In late 1955 and 1956 a detailed Spaak Report was 
prepared, in which proposals for a common market and 
for an atomic energy community were set forth. From 
this emerged the Treaties of Rome, signed on March 25, 
1957, establishing the European Economic Community 
(EEC) and the European Atomic Energy Community 
(EURATOM). These treaties were ratified by the French 
Assembly in July, 1957, and by the other signatory powers 
in the fall of that year, and entered into effect on January 
1, 1958. 
WHAT IS THE EEC? 

Broadly speaking, the Rome Treaty establishing the 
EEC provides a blueprint for achieving, over a period of 
time, a high degree of economic unity among the partici- 
pating powers. Among the provisions of the detailed, 
400-page Treaty, the following two features are of primary 
importance: 

(1) All formal barriers to trade among the member 
nations are to be removed over a 12 to 15 year transi- 
tional period. Tariffs on imports across the boundaries 
of the Six are being reduced by stages, and import 
quotas (i.e., limitations on quantities that may be im- 
ported) are being gradually broadened and will ulti- 
mately be removed. At the end of the transitional period 
almost all products, with very limited exceptions, will 
move freely among the Six, without regard to national 
frontiers. 

(2) A common external tariff is also being gradually 
introduced. By stages the tariffs applied to goods im- 
ported into the Six from outside the Community are 
being brought into line. Thus by the end of the transi- 
tional period a U.S. exporter, for example, will face 
the same tariff wall in Germany as in France and the 
other member countries. 

The Treaty also calls for the removal of restrictions on 
the movement of labor, services, capital, and business 
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enterprises among the Six; for a coordination of the mone- 
tary and fiscal policies of the member nations; for a com- 
mon policy (though not a free market) in agriculture; 
and, with certain exceptions, for the prohibition of cartels 
tending to restrain trade within the Community. Provision 
is also made for the colonies and associated territories of 
the Six, primarily in Africa, to be linked to the Common 
Market. 

The administrative apparatus set up for the EEC closely 
resembles that of the European Coal: and Steel Commu- 
nity. A nine-man Commission is the primary executive 
body. There is also a Council of Ministers, composed of 
representatives of the member governments. The Treaty 
also provides that a single seven-member Court of Justice 
serve the EEC, the ECSC, and EURATOM, and that an 
enlarged Common Assembly (composed of 142 members 
of national parliaments) likewise serve the three organi- 
zations. 


PROGRESS OF THE EEC TO DATE 


In setting up the EEC its framers had high hopes in 
terms of both economic and political objectives. On the 
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economic side it was anticipated that a single, expanded 
Common Market (of some 170 million people in the six 
member countries) would be of sufficient size to give 
rise to substantial economies from larger-scale production. 
Moreover, with the expanded market and the anti-cartel 
provisions of the Treaty, competition would be stimulated 
and the efficiency of production would thereby be in- 
creased. The formation of the EEC was also expected to 
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result in new opportunities for absorbing unemployed 
labor (chiefly Italian) within the Community, and for 
promoting the flow of capital into the less developed areas 
of the Community in Europe and into the associated over- 
seas territories. And it was hoped, too, that the expanded 
market would attract more foreign investment (especially 
from the United States). 


Although the Common Market is still in its infancy, 
evidence already at hand concerning its economic impact 
is impressive. A first 10% cut in tariffs on trade among 
the Six was introduced on January 1, 1959. Few difficul- 
ties were experienced and, although the reductions were 
modest in amount, trade among the Six markedly increased 
— with French exports to the rest of the EEC in 1959 up 
to 33%, and Italian exports up by 27%. On the basis of 
this experience the Six agreed to accelerate their original 
timetable. Accordingly, further substantial tariff changes 
were made in 1961 and 1962 with the result that tariffs 
on trade among the Six are now 50% below those that 
prevailed when the EEC came into being. 


On December 31, 1960, one full year ahead of the orig- 
inal schedule, the first 30% adjustment toward a common 
external tariff was also introduced. This step called for re- 
ductions in the tariffs on imports from outside the Six by 
the higher-tariff members of the Community (generally 
France and Italy) and for increases by the low-tariff part- 
ners (generally Germany and Benelux). This measure also 
met with sliccess, and an additional .10% adjustment was 
introduced in 1962. 

During the years since the EEC Treaty was ratified 
boom conditions have prevailed in the European economy. 
A very substantial rate of growth of output (of perhaps 
6 or 7 per cent per year) has been achieved by the Com- 
munity as a whole. Foreign investment in the area has also 
been on the increase, especially on the part of U. S. busi- 
ness firms eager to tap a consumer market approximating 
our own in size and one of rapidly improving income 
standards. 

All of the economic problems of the Community are by 
no means solved. Particularly troublesome difficulties have 
arisen in the attempt to reach agreement on a common 
agriculture policy. And problems in the implementation of 
the anti-cartel provisions of the Treaty may be anticipated 
as well. On balance, however, EEC officials appear to be 
justified in being highly optimistic about the economic 
future of their organization. 

Along with its economic progress, the EEC and its sis- 
ter Community institutions, the ECSC and EURATOM, 
have also scored impressive political gains. There is now 
no doubt that they are a permanent feature of the Euro- 
pean political scene and the major vehicle through which 
the futures of the Six are inseparably joined. 

From the outset, however, it was recognized that pro- 
gress in uniting the Six would unavoidably generate prob- 
lems in the relations between the Community and the rest 
of Europe. And such, indeed, was the case. In response 











to the development of the EEC, from which she was initi- 
ally excluded by her own choice, Great Britain first pro- 
posed a broader but less tightly knit 17-nation Free Trade 
Area. When negotiations to that end failed, Britain and 
six other European nations outside the EEC joined to- 
gether, in early 1960, in a customs union. Less thorough- 
going than the EEC, this organization, the European Free 
Trade Association (EFTA, often referred to as the “Outer 
Seven”), provided for the gradual removal of tariffs on in- 
dustrial products traded among its members but excluded 
agricultural products from its coverage and made no pro- 
visions for a common external tariff. With the seven na- 
tions — the United Kingdom, Denmark, Norway, Sweden, 
Austria, Switzerland, and Portugal — banded together in 
EFTA, the ensuing division of Western Europe between 
the Six and the Seven posed new political problems. 

The political scene, however, has rapidly evolved. In 
March of 1961, each of the trade areas — the EEC and 
EFTA — picked up an additional member, Greece link- 
ing herself in associate status to the EEC and Finland 
joining the EFTA. And in the early summer of that year, 
talk of a major change in British policy began to circulate. 
The long debated move occurred on July 31, 1961, when 
Prime Minister Macmillan announced the intention of his 
government to negotiate Britain’s entry into the EEC. Dis- 
cussion between Britain and the EEC were undertaken, 
and several of Britain’s EFTA partners followed suit in ap- 
plying for admission to the Common Market. In the course 
of 1962, although many difficult problems arose, it ap- 
peared that the talks would have a favorable outcome. But 
in January, 1963, President De Gaulle of France declared 
to the world his firm opposition to British entry into the 
Common Market. For the moment, therefore, hopes for 
enlargement of the EEC have been dashed. Political ob- 
servers are uncertain about the future, but with all of the 
members of the EEC save France eager for British par- 
ticipation, many predict that this issue is by no means 
dead. : 

THE UNITED SI ES AND HE F] 

The idea of European unity has long been widely sup- 
ported in the United States. Attractive to us in part be- 
cause of our own experience with a federal union, a united 
Europe has also received widespread endorsement in this 
country on other grounds. A united Europe, it has often 
been argued, will be a stronger Europe, and a more power- 


ful and valuable ally of the United States in world affairs. 
Moreover, a stronger and more viable European economy 
will be advantageous for the United States on several 
counts: (1) It will constitute less of a drain on our re- 
sources and permit its member nations, our partners in 
NATO, to bear a larger share of the burdens of our com- 
mon defense. (2) Long accounting for a major share of 
U. S. exports, Europe will become an even more extensive 
market for American products. And (3) with greater eco- 
nomic strength European nations will be able to make a 
more substantial contribution, through loans and other 
forms of assistance, to the task of hastening the course of 
economic development and improving living standards 
elsewhere in the world. 

To be sure, the course of European integration to date 
has also posed serious problems for U. S. policy makers. 
The division of Europe into two trading camps, the EEC 
and EFTA, and the recent controversy over Britain’s en- 
try into the Common Market, are sources of friction with- 
in the NATO alliance. Moreover, in at least some of his 
pronouncements, President De Gaulle has apparently ad- 
vocated a united Europe less closely associated with the 
United States in the cold war than most American and 
European political leaders would desire. 

And on the economic front, although the Common 
Market will create an enlarged potential market for UV. S. 
products, it is also true that this vast new market will be 
one in which U. S. exports can compete only with the dis- 
advantage of the Community’s external tariff. No longer, 
for example, will U. S. and German firms compete on 
even terms in French or Dutch markets. In particular, 
American agricultural products may lose ground in the 
EEC area, which has long been a prime target for our 
agricultural exports. Moreover, newly vitalized European 
industries will become tougher competition for American 
firms in trade in other parts of the world. At least some 
American firms are bound to feel the pinch. 

The situation in Europe is a fast-moving one, and 
fraught with implications for United States foreign policy. 
As the architects of European integration rebuild their 
plans in light of France’s rejection of British membership 
in the EEC, 1963 promises to be an interesting, and per- 
haps crucial, year in the record of the attempt, in the 
words of Jean Monnet, “to bring together countries long 
divided, in a United States of Europe.” 
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